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\ USTA::oelsmomdeuﬁonand/ordmﬁaﬁonofu)bﬂfﬁozml)mm
© efwoll control contained inthe!kules should be amended to raq\ﬁuthatelipble wﬂersprovxde
either toll blockmg or toll conﬁolmste-d of both because toll mtrol:s burdensome and costly -
td implement; 2) The umtonsnppon for high costmchn;esbu&hnedtmeay 7, 1997
should be elimingted because itubhmlyprevenusmleﬂhéﬂminh:ghmmﬁom

rceeivingmpponneededtopmwdeumvmal mammmamdmmmem

3) The impact of the eli.mmﬁon of the USF upmadjmént sglouldbeunelimﬂ"b}’
pmtﬁngcmmmmmuehomovermnmnbjmmmsadjmmﬂmughﬁc
' interstate jurisdiction for aﬁvdywpmod&)l‘hehmnonupm]mopummcxpemcsbmﬂd
be re-examined to ensmsuﬂiéxent recovery by sn :n.nmlLECsé S)Non-mnl commes
opmnngminsﬂurareumdx'nﬂaskawlthlessthmmpu’cm fthchfmm ueeesslines
stnuldnotberequhedtomovetoaforward-loohng costproxymgdelbewmthmdmmnot
veflected in any model nndthd: nningueasueunique.ﬂOmgz:Mcdt&cNECApool
should continue to receive L‘I‘S 7) Telephone companies ﬂm.‘oﬂ':‘nlifelmeauditmtﬂd not be
mqunedtooﬂ'erthccredxtfﬂmdemdmeﬂmﬂanmh!yfm%uppoﬂﬁrufehmm
should be able to receive mpponﬁumtheFedeml funding mechmlism, B)Omerwmeekzible
wnersmﬁedbytbem:'houldbereqwedwmdcthipa‘lchgeofmvmmﬁccson
. amdalonebasisnthelﬁoxdablentembhshedbythemle:émshonldmbcmqmed
| 10 count revenues from payphonc service providers for putpous o# dctcmmhg unwe:ul serm
support contributions to avoid pouble counting thzsetevemm‘ nsl lO)Thebduadapon USF
shnumbedimmmdzomsm)mmhe Usrispredicmblean&aq(sm I.naddinon,USTA
seelsreeouslderauon and/or cinﬂ.ﬁw:xon of several zssuesregmﬂmgthzedummandlibxmes
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Commission in meeting the reqniixemams of the Act.

WILENT2

|
of these programs. Resolution Af

JAN 29198 1S:97 FR BELL ATl LeLH M
program, including the LCP and cc

JAN. 26,1998 10:35AM




fis

-

— ———JAN.26.199€" 106:35AM WILENTZ C-OLD"’F‘N ‘Fmes743259 T0 9?738556117 NC.2113¢/3F . 7

JNBS'Qi'S@'?FRE—LmL

¢

{
[
i
g

i Before the ('
Federal Comsuunications n
| Washington, D.C. 20554 [ !
Pl

In the Martter of ! ' ) :

1 ) : .
Foderal-State Joint Boardon | - ) CG No. 9545
,Universal Service : ‘ ' ) i ,

The United States 'retepbone Association (USTA) mbmmgs Petition for Reaonsidamn
and/or Clarification (Petition) 1J: 1he above-referenced ptoeeeding ST Aisthe princxpa! trade
association of the exchange aﬂuzthdusu'y lrsmembmprmdeévu%pemmofthe exchlnge
carrier-provided access lines mfthc Us. Allof USTA smcmber compames dre effectsd by the
Commission’s decision in this proceedmg

On May 7, 1997, the Commxsnon released its Repors and (Ordcr) in CC Docket No.

.--* ML

96-45. That Order purports to xmplement Section 254 of the 'lie tions Acnof 1996
Rneomzmg that the old systcm of implicit subsidies relied upon 13 pmerve umveml semce was

no longer viable ina compcum}c market, Congress required thz Cqmissmnand the state
commissions to work together ﬁzrough the Joint Board pmccssm: c{wgn and unplment anew

framework for universal sewicathntwomdbebased on“exp!icit"l'\mdmgandthltw;ddbe

“specific, predxctableandsuﬁmnt’ to ensm!hcoonummiodof é‘nlcpbnm'mesﬁnr.aﬂ
consumers. All telecommumcjnons providers are obligated to'rm&e equ!hble and non-
discriminatory™ contributions t thiversal service to ensm“eomp&dﬁvemmliw ‘nnoughout

th:spmceedmg,USTAtnsuxgcdtbc Commissxonwensmth‘ntl{epmdphsofSecdonZﬁof

I
|
i
I
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the Act were implemented. _ i |
USTA commends the onfoudopmgmppiopnmmdﬁmpmformﬂ E
telephone companies. Howwer. USTA wmnwwmﬂ&bzinthe Commission’ $ Proxy :
Wmhmw«bevﬂx&yappﬁcdmmﬁmmand%mdmmﬁymdm
vanu.m;wmmemhmnmummmedbynﬂwmmumm

federal fund which onlypruﬁd'essn:ppoﬁforﬁpumofthe&im&uce of:thepmd'cbsunda:

WLy

benchmark. USTAmdmmambccompmsmdtobevd‘ymmtb:nmlmkfomm

the JointBoardmllmmme*mmedzmhsues.
USTA also remains concemed that the major sources o%univmal semeesupponhave '

' been undermined by the Commiission without a0 explicit unive ort mechamsm While ihe

Commission acknowledges rhzt Its work on universal sezvice is i n is clurthat the
principles of Section 254 have not been met. The Commission wal\\ded that it will prOVide
supponforZSperccntofthediﬁerenceofthecostofmmd ce.asdetmmdbyan
undefined forward-looking cost proxy mode], and an undcﬂneﬁ ra%enua-based bmehmark USTA

mdiismembcrcompameswmdsohevery acﬁveintbeCom jon spxocecdmzstadcvelop

the proxy cost model to ensm!ﬂmtheproxy does not
universal gervice. '
USTA seeks reconndemnon and/or elarification of i sppciﬁc issucs: the

definition of toll limitation, thdhmnonsupponforh:gheost
1997, the elimination of the Umvezsal Service Fund (USF)
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the NECA Common Linepool;d:e availability of Lifeline as ‘.
eligible carriers offer universal service on a stand-alone basis, &e , uble-aomﬁn: ofmews .
received from payphone pmvid in calculating USF conmbuhons and the continuanon of the cap
on USF. In addition, USTA suks clarification ofammbﬂofhmfsnwdmgthcummal

'mmmformmmxmmmmmmmdéu Bwhwﬂlbedueussadin

detail below.! : 1

o
A
Dot ;
1, y

'Wlethuointbwdraeommdedthuw mppmahlybepro'v:dedtoja
nngle,mmuymdmceﬁneahdamglennebmmh did not adopt that
recommendation. mmmmmwmm will continue toraceive -
xuppmuntﬂlmyllmmmuformdmnu!ms ill contintie to receivesupport
until ot Jeast January 1, 2001(§ momrmmmempnmaoﬂropmd
Rulemaking which will be issued to consider a fo 2ogoomic cost methodology will
also cxamine the issue of whether support should extend to residedtial and xhulti-Jine .
business lines. ThaCommlmon s Access Reform Ovder, Mr&m peice cap LECs w0
mpose:h;gherPlCConmn—pdmuyhmsbyJammyl 1998, ¢ that the definition of -
pon‘puimnyﬂncwinbedmmdmaFurdnerNoﬂaofPrépa Rulemaking in the universal
service procesding by the end of the year. (See § 83 of the Access MM) USTA bas
explained the administrative difficulties of differentiating ‘
lines. LECs do not curvently possess records that discretely i non-primacy lines. With an
cmbedded base of over 160 miilion lines, ﬁemnendmof i
line is prohfbitive. Innddhon.dnﬂmmmuhaclhuwdﬂmthcmmdw
esublish new or additional service. Even if nan-primary linesicould be identified, the necessary
modifications to LEC billing systems would be costly and: to implegient. And,'it is
unlikely that any of this could be completed by January 1, 1998, , such treatment sends
mmmsmxohmwuummmkmmqmuouﬂchrmwm
only LECs must impose in order to recover the costs of providisig service. LECs have no
. practical way 1o validate or audit customers® designations. USTA believes thet the record to date
does not support differentiating primary and non-primary lines and urges the:Commission to
carefully consider the full record in the Further Notice of Proposed Rulemaking and 16 reject the
Joint Board recommendation, Further as discussed in USTA'S Pefition for Reconsideration of
the Access Reform Order filed July 11, 1997, once the definition is established, the LECs will

require one year to implement it.

TV T e By B o ALRE . e o Al
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The Order states thltca'mers c:ligﬂ:lewret:t'.-i'»'eé unmn’ul ;é;ﬁemmmﬁoﬂ&@
limitation service to qualified low-income customers.2 The neérmgs accompanying the Order
define toll limitation 1o mcmden»mou blocking and fot com}ol » US‘I‘A urges the Cormmssian
1o reconsider its definttion of toll limitation to denomeath«wﬂ bl%hng or'toll congrol,

The requirement to offer toll control in ndd:uon 1o toll 5104::; plwes m enotmous and
unnecessary burden on local exchange carriers (LECs). The m«d}m CC Docket No, 95-115,
demoanstrates that this requirement is unnecessary, as the vast majomy of LECs have n.\ready
mplemented sofutions 1o help their customers limit toil usage ¢ '['hese solutions includéd toll
blocking, prepmdcallmgcudshndbdlmg symmsoﬂwmmo;dxﬁ onsdrsignedtolimitthe |
amount of:oll 2 customey incurs. As the majority of commenters in that promdmg pomted out, a
Federal mandate to require toll blocking and toll ccnn'ol was not n%wed.

Toll blocking typically is accomplished through central office transtilons which restrict 0
:md user's line from placing tol} ealls. However, the cﬁstcmer muszhc served bys switch that is:
capable of providing the toll blocking feature. The Carnmmtdn ccimct}yreeopund that this miay

pose a problem for some carriers and provided these carriers with yim opportunity to seek

4
H

2= —Fram=y rr. a

ISection 54.101(aX9). , : s ' ' .
3Section 54.400(s). Tcllbloclangisdﬁncdahm% hyammlets '
conmersnlectnotmnnowthempleuonnfomgomgtoﬂans Mwlwmiclﬁons
channel. Toll control is defined as 2 service provided by carriers that allows consumersto
spocifyaecminamountofwllmgethatmaybemmedon&euulwmianonchml.
pﬁ'monthorpcbmingcycle oo :

i

.

e e R e
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edditiopal timewmakethemcsesmy upgrades.’
Toll comluqubcsmonthmjustmnloﬁcemﬂaﬁo&. Cmenﬂy bilhngsoﬁm

ff

modifications mdpre-pudenlhnguﬂsprovxdecuswmezswnhtoil control: apubihty The
development and use of billing systern software modifications inve.only beént tmpleménted vya
tfew large LECs. The effecﬁmess of this system is wholly dapcn{m upon. whether the LEC can
monitor a customer's toll charges. -
mmwmmmummemcmmwmmmonm
& timely basis from every toll carrier the customer may tmlmdunngthemomtodng cycle. To be
truly reliable, such information|would have to be provuhd on an hmrly basis. Without this
information from interexchange carriers (IXCs), this system is me&ecuve Ifthe LEC does not
perform the billing funetion, the toll carrier would have to dcvelopp. sy:mto collect its billing !

mfomuonfmmhhfehneeummemdmdmmuppméwc ’IheLECwomdh:veto

compilec and summarize all of the toll charges for the cusmmedmdi,ﬁm ptocecd to lmﬂt the toll’

chlrges 8S required. Itis unlikely that competing carriers will wlllﬁgly provnde toll bxlllng
information to other carriers. ’mzerefore, unless the Commzsmn rchuires XCs to pmv:de this
mﬁmmation.ﬂﬁssymmwillmtbe effective. ' ;'. 1 : .
Pre-peid calling cards xnay also be used to control toll usage Such euds arc availablem
custamers through various reml outlets, including pocexy mﬂs éu sunons and eonwnience
stores, as well as through IXCs; 'I'hereisnowayfortheLEC:cmcanthepmdmelndmof
pre-paid calling cards to make this an effective toll conu-ol soliftiont in all cases. LECs: cannot

[}
)
.

Section 54.101(c).
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monitor their customers to dzt:fmmetheusage of pxe-pudamngL-ﬂ: LECs should not be
xeqmdtonmpn—pﬂdwhngmdsmord«tobed!ﬁblew mnvmalmcesuppon.
Given the limitations on the effectiveness ofmentmetho& of toll camrol, requmng

P '-»

eligible carriers to offer toll eon‘trol in order to receive umvemh sex,‘viee support is. unreasonable.

' A3 explained sbove, tol} oomml will notprowdunymmmblebéueﬂts above that which can be
provided through the availability of toll blocking. m'm oﬁmpﬁmnﬁng toll coptrol will be
prohibitive, particularly for sma.ll. rural telephone eompmies. ﬂ'o trol does not prevent
excessive toll charges to be incirred through eollectauing I-'unbg misuaproblmnotonly for
LECs, but for any carrier seeking eligibility to providq universzl s&me m nnposmon of the -
burden of providing toll contro] will prove to be a dlstnunﬁve?for mw entrants to p:vvnde
universa| service. Clearly, this pmvmon does not sem the pn,bl!cimemt.

Further, the definition of toll contro] itself is p:oblmuc @Mg the custamer to nlect
the amount of toll usage may not result in cffective "oonuo]" o‘f to)g usage. If mandared toll
sontrol is reained, USTA recommends that the deﬁnluon oftc;ﬂ ejnl:ol be unended ) lllowthe
LEC to determine the dollar limit of the permitted toll: sage bmdanu the customer's credit rating
or other income-based factors. ’I'he state eomrmss:ons should bvq%ee this procm :nd spprove
the reasonableness of the dollar limit. Such a modaﬁatiou is aous'fmnt with the Commxssmn s
decision to defer to the states regnrdmg lifeline ehgxbxlxty and to qipm walvers of the “no-
disconnect™ policy. . : : .

| Thedlfﬁcmmprescmdabowannnlybemohudbymthedﬁnﬁmdmu
limitation to denote either toll b!ocldng or twoli eonuol' Sucha ch.ingc will mot d!ﬂ'uuthc
Commismot) s goal to keep jow-income customers connecwd !o xb%: public switched network 1o the

——t-

6

P T e PR P



JAN, 26. 1996 10: 394 WIL ENTZ GCLD"M cF 447 NO 21873,
JAN @ 99 15:95 FR BELL ATL. LEGA 2%397452591'0917328556 .13

1
. § )
. { : |

i

extent possible. Howevct k wz‘ll permit LECs and othn ehgx‘ble &}mm the oppommity to work
with their customers and their s‘ure coramissians to dctennxneﬂlebatsolmontomaetthe

of their customers. . . r

The Order requires that; ameracqmnvﬂeplmmm*maefmmmmﬁlm
ccnermyonlyrecelvethemepmhnesuppmméiwdbymhalﬂ:pnmmthctrmfer’
mmmmswmh@ctmﬂmmmmivémgmwbchhm&mfm&
looking economic costs, at which ﬁmetthommmon behemthhthisiswewmbemoot. |

‘I‘h:srcqukamcntplwesm\mnecesmychnonthahdﬂnfn: volmnrysdeofcxchmes
among carriers, and is & dmmnc departure from cmmptlcﬁbexﬁwh!chthe Conumssionmust
oonsxderthepubhcinmnmnchmsamms lnnmlyevexydse mepmchmofan ‘
exchmgelsam!l nualLEClmdﬂxeoumomecfmemuﬁon}.smemmvmentofﬁdﬁucs
and service quality to rural customers. However, smn,mmc& lack the scale economies

l-

hecessary to provide service stithe same cost leve) gs the seller, bli't'ccululy where the ul!er is a
large company. Small, rural LECs cannot provide thu level of'in\'émem reqmedm eusure tha&
thewstomersianmredexchmgshvems to mmmndéaﬂons lndinfommonsemm
which are comparable to the sqvxcesprowded mm'ba‘nuns,astyltheMbmd ont?::
amout of support received by bompanies which also berve wrbin freas. The Commission
propecly rejected the Joint Boai-d's recomymendation to freeze nq;ﬁmt btmul telcphnue _
companies because the Commhsiond:termmed;bniiwou!dnotc‘neomge mﬂmitxvmm

» ;
. 1]

5 Order at 308.
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' and would not pmw&;deqmﬁsuppon.' Limiting supponfor,
aimilar consequences. Thndewionshould m&mw

Implementation of this fgquirmt will result i'nhigh cbst e;mhangcs arhitrarily preclude"d :

from receiving nesded high cost suppart Thmisnotﬁingonﬁér%emdwhichjusﬁﬁc%mha :
muxmdmemummgmmmmchmudmcﬁm al of univizsalservice support
toothmequaﬁﬁedehglblecamusonmebamtbaban 'Wpurchsodaaéracmix;

date. Implemnentation of this nqumentwﬂldsomudgetheougtcame ofth:RunI‘l‘uk Force

before that group has even been named, USTA r:commends that the Commssion reconsider i fts

decision and permit the current process for approving transactiéns gieg‘udmg the sale of cxchmg@s

to remain in place. {

Prior 10 release of the O’rdcr the Commxssmn utxhzed dnegcritem in appravmg
transactions among carriers.’ 'I‘hescmmna mcluded.;the mpncw}nbewul USF fv.nd, the
approval of the relevant state ct%mmxssion, anda detea_mnauonméﬂze transaction was in the

public interest, There is no reason for the Commission 10 now adué‘ a different and harsher

! . : ] _

standard, particularly since the Commission failed to cbmpletc‘its évurkb determine the costs of
t

providing unjversal service. Wlnle the prescnt cse-by case wmver process is cumbmomc nnd

$Order a1 9§ 297. .

7 See, In tlanrofUS West Commnicattom Inc. and Eagle
Inc. Joint Perition for Waiver af the Definition of “MAm il
Glossary of the Commission :denmdiaglc Telecommunicatio
Section 61.41(c) of the Comm‘::ion s Rules; Pctmonfar ' ation (of)
Telecommunications promdau. Patition for Portial Reconsideritic MwCIwylcndon )

! National Telephone Coaperative Association and Umud Swm' ne Association, Petition

Jor Partial Reconsideration (oﬁ Pacific Bell, Mmmmlm Opinign and Order on
Reconsiderarton, AAD 94-27 ('F CC 97-136), released Apn! 18, 1997, per. 4. .

LR s - R s x Ae T



—— —=—JAN.2E.1996" 10:49AaM . €
_ WILENTZ COLDMQ!\ FZF‘MSST‘ 43255 T0 917328556117 NO.211lS78 R, 15

JAN @3 'S8 15:p9 FR BELL ATLI
) |

l . ‘
eouldbempmvedupon.thniqummmtmﬂaewdenmoums hnnthuthmncme. The
Commission should teconstderthtsreqmremem and allowthe ent practice to remun in plwe

The Order climinates thc existing USF expcueadjumucnt eonmned in Section 36. 601(c)
ofthe Commission’ snﬂaforponnnﬂLECsbegmnmglmuuy 1999. msadjumzm
permitted additional intrastate Iloop costs to be reeovmd through lnmsmejunsditﬁon. 'ﬂ:é

Order also states that the new lngh cost mechanism eﬁoeuve Jlmmy 1, 1999 fornon-mral camm

will only provide support for mtemztc universal umce costs.! Ixi addidon, thc Acce:s Reform,

Ordear requires non-rural LECs to use any receipts from the new universal service mechamm tcla
reduce interstate access chargés (1381). The ehmmanon of Socnoﬁ'. 36. 601(c) effecuvely
eliminates shifting additional |oop cost to the mtermie jlnudxcuog, thereby resulting in
unrecovered loop costs becausle the new fund only pemit.s xecoveg of interstate costs, This poLes
a serious threat to universal semce ".
, In order to ameliorate éhe impact of the Order, Usmmo}moamnbemg Jmmry
1, 1999, non-rural LECs :hou[d be permitted to mdueeﬁ:drwm{meaccess charges by an
amount equal to the interstate |tngh cost support recewed ﬁomﬂn{naw federal fund less the
asmount of Part 36 interstate mhh cost support received as of Decetuber 31, 1998. This formula
should remain in effect fornohongcrthan five years fopemitnoni-nml LECs mﬁclcntnme m

seck recovery of these costs thmugh the intrastate jurisdiction.

l f f

‘ | 3 .
i ' a .
: |

' . .

I .

'Order ut TR68-269. |
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IbeOrdcrhmmmemomzofcommwopMonsmiethmmybemnd
throughhlghcostsuppontoammmumofllSpcrcemofdxepmjé:tedlwelofcmporatc
operations expense per line as Ja.lcuhmd basedmafo&muh dwel&ped bytheComm:ssxon.’ This
Wmmwm-mhmpummymmmmshmeomes These
wmpmsrdyhmﬂyanhxghmudmempmv;duﬁmhblem Thecoststowppon
d:eregulaﬂonofmivmdtarviccateasmuchapmofthepmvhénofmiversdlerwceasthe

facilities required to provide the services. Examples of corporate dgcnnons expen.se include the

costs of both Federal and sune rezuhnon to comply vnth mounuég, audit, nnd sepun'tions

?

requirements, information mnagemm and [egal costs. These ﬁm{mons must be pedbrmed
regardless of carrier size. The élnmanc decreases in tﬁe level ofmpport whxch will resu!t ifthe’
formula contained in the Order is implemeated will severe!y th:u?en ﬂnese camers lbmty o
provide affordable service. : '
' The Commission iuelf':ecogm'zcd that the fon‘nma would ;iradme *ﬁmmndeé results™ for
some carziers. [n its own Ordcr on Reconsideration telemd July iO. 1997, the Conumssion
adjusted the formula. These uhustmants will not pro\‘xde mﬁdw}k relief lnd USTA racommcnds
that the Commimonﬁnhatemduthnnsue " ‘

In 2 Petition for Reeonéldmnnn filed on July il 1997, G%NW recommends ttnt the
Commission modify the formula to allow a minimum|of $300 oooiufc@m Operations

Expense for the support compMon USTA beliuves that this muhiﬂuuon will ptovide the

© %Order at 1§ 283-284.
10
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] ! L :
necessary relief for the very smallest of exchange cerritrs. Innddhton,USTArecoagnpndsthat;

+

I :
the Commission adopt 2 hmxtoi‘two standard deviations to pumith\ﬂuble recovery of corporate

i ' + - ' . . N
operations expenses for other srfnall companies. This rt on will achieve the .
Commission’s objective ofem.lh-ing “prudent facility investment af maintenance” andxs i
i ! N : . .‘

,consistent with Section 254(k) 6f the Azt

0 i 1, : ;
NON RLUE LCE PROVIDING SERVICEIN ALASKA OR AN INSITAR AREA
SHOILD NOT BE REOINRED TO CALCULATE THEIR CONIS PLIRSUANT 1 CQ o
PROXY MODEL. ! 1 1 ' f
!

The Order requires that!the Puerto Rico Telephone Cmpu%y as well as any no;n-mml
| .o
carriers that serve Alaska calcuiue their costs pursuant to & cost ‘ model.”® As the:

Commission ftself points out, ﬁ:one of the proxy models sulmimd%o date include any infermation
; L , A : ,
on Alaska or the insuler areas, %Thcse companies face ckcnmm%s and incur costs to!provide ’
: affordable service lhatmtmﬁl%ethoseencoummdbyfnmm ca!niashﬁieconﬂguous“ !
i ' : .
siates, None of the proxies wili assure these companies that they mcovcé the costs of '
providing affordable service. Further, evmifwa{auﬁwtyi%audedm’:hem models, ;
' : : _ :
this will be the ﬁrstﬁmethcirri&aﬂtshwcbeeninthe&)ubﬂcm%mdthne‘wmb:clhﬂeﬁmeﬁo
ensure that the dats are m!iable]f : : 5 ‘ .
. i :  the Commibsicn igten : =
Certainly nejther Congr!ess, the Joint Board not the ssion intends to q:b_;ect
X : i ;
custorners served by these carriers to unaffordable rates. In jes caugmmn, USTA recommended,
that the Commission svoid tbi.!{inequimble result by iécluding tbosie carriers opmngmAlalq
' or in an insular ares with less than two percent of the Nation's suberiber lines with other rural
i ; P o |
T ! ‘l{ : :
- "Order et 94315-316. ,’ ; ; ;
" - :5‘ S
- ﬁ S
! ¥ . :
1 : g )
| . |
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carriers whiehwineonﬁnueto‘teceive supponimedonunbeddeécom Given the limited
mbuofmmpmu%ehwimldhe&mdhytﬂsﬁmmdé&mc&mmmwm
compamsface.USTAngunwgestheCommhmwndoptmuﬁmum '

Bepm:mg Jmuaty 1, 1998 eligible tehphnnecompmes ampamapaemtheNECA
I
common line pool as well as oompentive eligible local nhcomimaﬂom carriers wm receive
Long Term Support (LTS). LTS is to bethuqxdvdmofthed:ﬂgmbemthepmjected'

-

‘8-

Cagrier Common Line (CCL) ¢ revazme requirement of NECA Comimon Lina tarift paﬁmpms
mdmcmjmdmmumwmwmeNECACCLmJWmm .
Section 69.105(b)(1) of the Cémmxssxon s rules. 'Ihe new Part 54 rule, as wnnen, wrmld

L7 4

require carriers to participate m the NECA pool 1o reéefve LTS. §uch & resuilt s inequxmblc, :

gince LTS will be portable, and unnecessary.

The Order states that begmmng on January 1, 1998, nmnfl carrier smm! LTS mnybe

!increased from its LTS for thepmcedlng calendaryearbsed onq'aepercmgeofmctease of
the nationwide average loop cLsL LTS Is a carrier’s:total eomon line revenue mqmmmt

less revenues received from SLCs and CCL c.harges 1, Beeause LTS is band on the cmmt

pool composition, once the ca[met 5 LTS amount is esubltshed, 1‘130 is po compel!mg reason |

that carriers must remain in the NECA Common Liné pool to tee§M LTS

- ety -

VSection 54.303.
"Qrdlr at §306.
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i
Those carriers choosmglto exit the pool should,be dlowedweonmuemmeivel.‘l‘s
given an equitable distribution LfLTS amongthenmiinmgpool J\anbm The Order states
that beginning on Jaqruary 1, 1998 nudca:dmwinmovctLTS g‘om&henewnmvuul

o«

& mryr

mmppnmhaﬂmn}n!wdnﬁummwmmmﬁomﬂneﬁemof
lbmptincrcasesmtheNECACCLme.“ IfcachNBCApoohng#:oumyrewmmshm
of LTS, thucompmymsetiﬁCCLmtesm!hmlebmpth:inewmm USTA
nqusmthattheCommndonmvhsmnnemmespondmtheérdzrmd ‘permit telephone -

i
compamestoexutheNECAcommonlhepool wkhomlonn;LTS

CQurrently, Lifeline asmsmnce is pmvided to ehgible fow e customm in two w'ays._é
Pursuant to the current Comszsxon mlu in Section 69 104(k), 2 ephone oompmy may oﬂ'er;
a credit of $3.50 to qualified c&smmers that purchase kpeciﬁc M!Lexchange service as part of .
the current Lifeline Aasimd?mgam Telephone dompmiu éem nknbmmﬂ'om
NECA for the amount of the cred:t pursuant to Sectxun 69.603(d). :A uhphone company may |
also offer a Lifeline service at e lower rate w0 qunhﬁed customets. i'l'he Commissjon shbuld
clarify tbat telephone compam)ﬁ which oﬁex a credit o eligible qimmm as part of the

Lifeline Assistance Program m not required to mell‘the credit, |

(
|

RPN S

|
|
i
{
)

r A rm w9t

g

“Ordﬂer at § 305.
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The Act correctly describes Lifcline Assistance as a program and states that this
program should not be changed 29 provided for in Part 69 of the Cfommissim;'s mles " While |
Section 251 requires certain LECs to resell service offerings \Vhi::li‘r could inéiude a lechne
service, there is nothing in the Act which would require LECs to x%:.sell a Llf;line credit offered
under Part 69 as part of the memmm Therefoé"e USTA recommends that
the Commission clarify the defipition ofLifelineinSeeﬁonMAO{by mngﬂmhfélme isa -
Federal program mdbymovmg any reference to a service. In sddition, Secuon 54405
should be amended 1o require that cligible carriers make available &be Lifeline progiam 1o

qualifying low-income customers. '

The Orderdsopmvmarrimapermgumeumwhibhoffeuu ofthe services
'included in the definition of nmvmal service from receiving mppbn for resold lines,"
although these resellers are not preciuded from participating in m{mme Assimnoe program.
Without the ability to receive suppon from the ugiversal service fundmg mcclmnszn. howcver.
resellers will not bave any inccnnve i pa.mclpa:c in the program. ‘USTA recomend'smzt the
Comzmssxon permit all wners which participate in the Lifeline Ammnee mgmn 10 be
seimbursed for the lifeline eredit directly from the new universal skrvice funding mechanism

1:

HSection 254(j)-
Section $4.201(D). . i*.
| 14 jﬁ
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While the Actpmvidesithatdxe states will determine whethf‘er curius.wi.llbe deemed to |
ehgiblewlecomumuﬁonsammmquahfyfurwvmd cetuppa?npmaﬁno |
, Section 214, theComﬁsnon,mmdmcemthpmmhﬁ?ongrdamdmumtm '
MonMe)ofﬂ:eM:hmﬂdnotprowdemppontomyaﬂp carzier that does not offer °
customcutheoppommhy:cpumhmumvmalmumumﬁuombuis Sucha
reqmmammupmmtaniers&ompwhgmgmnwdwonushmulkngmﬁﬂ:
\mivmalserﬂcemorderw“cheny-pmk“thehlghvolume,highx%vanmmsmus. This will
usintheminmmrmgmatthcsendceswhichmdﬁmdsidwwccus ' '
affordable. xtmnﬂsomemmemvmdmeefundumﬂympmvaym The
Commission should require that, in order to reccive Fedezalsuppon.mothermse eligible
cafrier must offer the defined wniversal mmem.m@mmume sffordable
meembushed by the statc. Altermatively, an eligible amuooul‘doﬁememvm services

a2t

combmed with other features, so long as a package which mcludé the univeral service

definition is offered at the affordable rare.

Payphone service providers (PSPs) are treated as endms?fotmom of spplying the.
SLC. In addition, PSP revenues from payphone transactions betjveen the PSP and the LEC

"Set, Report and Ordct, Implemantation of the Pay m-phﬁm Reclasstficarion and
(ccuhnmd. )

15 : | ;
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are jncluded by the LEC as mdus«mnuasforpmpomafdetemmmgmvemlmu
contributions. The PSP also counts its endusermcnmforpwposes of its contribution to
untversal service. This amotmts to a double-counting of these revsnu:s

"For example, when a customer makes & coin call from apeyphone ﬂ:ePSPptys the

, LEC for the line and any addlt;ondmcesandmeLECeomtl;npaymentas qndusa

revenue toward its universal service obligation. The PSP passes ﬂiﬂ cost through 10 its end
user customer and includes :he compensation it reccives from its e:hd user customers (;.he
transient public) as end user revenue toward its universal service q:bl.igtﬁon + Thus, ﬂ:e revenues
are counted twice, once when the LEC receives compensation ﬂ'od: the PSP and ugai.n when the
PSP recefves compensation ﬁ.-om its end user. : ‘ '

'In order to alleviate this double counting, USTA recommehds that the Commission
permit the LECs 10 exclude the revenues received ﬁom PSPs from! LEC calculation of end user

revenues and require PSPs 1o count their end user revenues tmnui their universal service

In the Order, the Comuission elarifies that the indexed cap on the USF will remain n
effect unsl all carriers receive support based on 8 forward-looking|economic cost mecharism.”

Inelusion of new ciements in the high cost fund, such as DEM weighting and LTS, asiwell as

14(...continued) | .
Compensation Provisions of the Telecommunications Act of 1996, CC Docket No. 96-128
released September 20, 1996, at § 187.

"Order at  281.

16
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thcndjmmnneammh:dudeuwmdpimsmdwmntonﬂmmtogmxyh

1999 will necessitate adjustments to the cap every year. [This vo : will make the fund

unpredictable, contrery to the prinmp]es of the Act :
Inaddmon.thznpisconmmﬁepdm:plethn&cﬁnébemﬁm Formmple.
mmlmmmmw-mwm%mammbmnm |
mighmmayno:bcmnymmaappedm Augp-wsrwzummu:e
cmmmofammdmeMtomwmnMu

l
rates in high cost areas. LEC:‘Mvemcmedcoststcpravidenmvbrmmeewxﬂnhc

expectation that these comvdﬂheucov«edthmughmmal se.tvxee They did not incur
these costs with the expectauonﬂm an arbitrary capworldpemitmovery USTA urgesthe
Commission to eliminate the cap o the USF.

' USTA:equemﬂmmeCammxsmnreconndu rebutlhlepm\mpﬁonthstwould
require service providers to "lookback"tlneywsforl todegmnatheLCP.. As
recommended in its earlier comments, USTA urges the :bomiss{onﬁo change the'loi':k-bnck '
provision to encompass only contracts signed within thi pmriousiﬁu Every addmonzl year
than & provider must “look badk” inereases exponennall!y the mumber of customer canmets that
Providers have o review and kscss before MMWLCP Having to review
thousands of additional contncts due 1o the three-year ;;nuod is Mﬂy burdensome and

17
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would impede theﬂme&neao?the bidding process It wunldnotLeeompeuuvely uuml
bmeitdiudmﬁgalrgd:pmvidmwithmmepomwmupﬁzstowview. ‘!‘I::cl
Commission can reasopably rely on mariet forces vmichwdl qmv.kly affect pncu:g lcvels thus.

P - PO

elimimungthcneedto “lookbuk"overm e:amdadpeﬁod oﬁnée-

In addition to prices embhshed under contracts, many smhee providers must provide
services uut:sregmntedbytnnﬁ's. Inthesem,ﬂ:eLCPdmrénmwmonly b based
upon currently available rates. "ro :equxrethesemecmdméobmmml’
determination on historical ranﬁ rates would force the pmvxdetto;oﬁcr ] pre-dueomt price
that would be unlawful for thaf.provnde: Far similar reasans, m}mom offerings must also
be excluded from the eompmble rates upon which LCP is dmmnad. Promotional offerings
are special incentive ptognmg that cannot be duplicated once the%mmonmal price offering
had ended. USTA, therefore, geeks clarification that historica] ariffrates and expired
promotional rates are encludcd from those rates used 1o & LCP.

USTA also seeks clanﬁamcm of the Commyjssion’s dacisuin that jt vall “not require 'y
tarrier 1o mateh a price xtofferpduo a customner who ismmvmga;peanregulmsubsidy or
that appeared in a contract negowned under very different condim;ns, if that would force the
provider 10 offer services ata xja.te below Total-Service ung-me Cost
(TSLRIC).™'* USTA agrees tﬁat providers should not be ruqmed%!o match special reguiatory
subsidies or different contract ‘pzwes As stated, however, the Ord}r could be construex to

-t

%Order at § 489.
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. - :
xequuucmertoprovade mcetoasehnol or h“bnryatthem:ienteasanoﬁwservme

provided m’zdu a “special reglﬁatmy subsidy” or “negotiated under very different conditlons™
with the on'Jy exception bemgjwhetc the rate as applied to the school or library would be below:
TSLRIC. 'Il‘ms requirement would contradict the Commission's u;le thatthe LCPis to be
detemuned on!y based upon similar services provided to slmxhrl:{mmd nou-resxdennal

¢ ]
cmmers . ' : ;.

s

Thc fact thuam:ecems sngﬂamabddymm{moﬁnedmdﬂ'dlﬁemt ;
eondmonsﬁs sufficient to zeuder the two services dissimiler forh‘t'.' purposes ofthe LCP test.
Requiring bamers to provide dervices which are not “subsidized” }nthc level ofother services
which are “subs:dized" is masonable The carrier is made whole for the price ofthe

subs:ducﬁ" service by the mhula:ory subsidy mvolved, whczas&he carrier providing & semee
at that pnee under the schools and libraries discount program xsnot. This result is contrary to
the Act. If the Commission intcnded carriers 1 be required 1o mitnh special reg’ulatow
subsidies or contracts negouated under very different conditions, ﬂun USTA seeks :

" reconsideration of this dcmmmanon Moreoves, the Comnusnou clearly rqecwd the use of
TSLRIC for determining pricés for schools and libraries and dxergfore. should not pse it in this’

USITA requests that t'ne Commission place some nnml,{e limits on & cnsaom:r's
ability to clnllenge the pre-dxscouut price it has been offered. W!:lhnut such reasunablc hmits,
customets[oou.ld potentially use the regulatory dispute process :lmply to try to obum even
more favorable prices without regard to the legitimacy of the cbnhange. USTA secks

:
| o |
5 !
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dniﬁcaﬁonthatwhenlmﬁsrnlecs a provider in & multiple.bid enviranment, then it

should be presumed that the se:ﬁectedbidpﬁceismﬂymepuhletomecumm. Anydupute
process should be designed to | hddxess only those cases where a single provider has re:sponded :

to the bid. The Comsaonshouldchrifythatcustm seeking to file disputes: 1) must
provide sufficient evidence tojusufywhythcpre-dzmmpneuppars\mmomble, and 2)
msubjccttorecomxﬂtndetcmlnedmatmedispmmmvolous.

B._Consortia, !
USTA secks elarificatibn that recard-keeping and universal service benefit allocation

lisbility is the responsibility of the consortium o the entity or person authorized 10 request and

purchase service on behsaif of an sggregated group. Service providers cannot be rcsponnble for,

determining universal service bexw'ﬁt allocations emong individual members of awe;ued

purchasing groups nor shouldihzy be requuedto mammnucordsotherthanthoumeywould:

in the normal course of their busums

In addition, service pmfvidexs providing services to either individual or Wed

‘ustomers who use the service for both eligible and ineligible activities bave 5o way of

derermining when the cmwmi_ir!s using the service for each activity snd therefore carinot be
accountable for making that détermination. Service providers should not be responsible for
policing the Commissions rules nor should they be liable for actions er decisions made by .
customers outside of their control. The Commission should clarify that the wmmer

authorized to pla:etbeboinﬁ'dc request, such as the lead consortium member, is accountable °

20
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for record-keeping and the proper allocation of universal serviee bencfits to ipdividual
members. '

The Commissionshonfldalsochﬂfywhathq:penswhmﬁommﬁum undergoss
membership, usage pattern, ntl other changes that affect unjversal service benefits, -In many
‘cases, consortis membership a'nd/or usage parterns will change frequently, ,pomtially: every
month. Service providers, \miess otherwise notified, do not know when these chmes occur.

Shm&emﬂmpﬁuﬁmﬁmcase@ﬁshedWMComﬂsﬁon&snotWto

sccommodate these sdjmunexizts. USTA urges the Commission to establish & procedure, such as

a quarterly reporting requireniem. whereby the customer (¢.g., the lead consortium member) xs
responsible for notifying both the fund administrator and the provider when changes ;ot'this |
type oceur |
o | |
: !
Under the Commissiop's rules, therate charged to.a rural health care provideg is based |
solely on a defined formula. Therefore, it does not appear that @ carrier can modify the rate
' applicable to the rural health ksre provider through the competitive bid process. If the
Commission’s intent is to malntain a corpetitive bid requirement, then USTA requests that i
clarify how this requirement is to mesh with the determination of rure] and urben rates and the’
resulting universal service sujapon levels. |
The Commission’s Ofrder clearly states that the Federal universal service fund will
support discounts for schools and libraries on both inter- and intrastate services xfserum
conditions arc met. The Order, however, is silent regarding support from the Federal umvera'l

21

e



JAN.2E.1998 1@:468M  WILENTZ GOLIMEN SFZ 5c117 NO.21128/%F . 2€
Jen B9 'S8 15:13 FR BELL ATL LEGR. AL pmzauazss 70 9173288

nrﬁcemechanimfo:inuuninmﬁwmvidedmmwmmﬁdem USTAseeks:
cxmﬁuﬁmmzmeramﬁmdwiummmmmmﬁwmmmmm |
providers, | |

' usumkscmiﬁmifoncomuamdwmmmmmabmzyiopmé

mileage-based service that is Jonger than the distance to the farthest point on the boundary of -
t H

the pearest large city. USTA secks clarification that a rural health care customer is permined o
purchase a service that islong;:rthanthisdimoe,mdmmhccmmmuldptythemﬂ ’
mileage price for the distance ;bcyond the maximum supported distance.

USTA requests that the Comumission clarify that total wriversal service support for 2
rural health care provider is capped on & per location basis a1 the amount of support that would
be associated with the purchase of a single service with a bandwidth capacity of 1.544 Mbps.
This interpretation wonld be counsistent with the Commission's basis for setting the total health
care fund size at $400 mxl.lion)pe year.

' Under both the health care and schools and libraries programs, customess are required to
seck campetitive bids when ng services. However, there appear to be cases where a
competitive bid may not be n;jproprim. For example, & school may need to add a few
additional lines 1o an already e'xxsnng contract and it would appear burdensome 1o reguire it to

adhere to the entire bid process. In addition, in some states, schools, librarics, and health care

_ customers may be eligible 1 purchase services from a master contract at special master contract

rates negotiated by a third pmy The decision to purchase from the master contract n:iay be



